A Better Employability Through Labour Market Flexibility. The Case of Romania  by Serban, Andreea Claudia
 Procedia - Social and Behavioral Sciences  46 ( 2012 )  4539 – 4543 
1877-0428 © 2012 Published by Elsevier Ltd. Selection and/or peer review under responsibility of Prof. Dr. Hüseyin Uzunboylu   
doi: 10.1016/j.sbspro.2012.06.292 
WCES 2012 
A better employability through labour market flexibility. The case 
of Romania 
Andreea Claudia Serban*  
The Department of Economics and Economic Policies,  Academy of Economic Studies, 
6 Romana Square, District 1,  010374, Bucharest,  Romania 
 
Abstract 
This paper analyses how employees adaptability can be improved through labour market flexibility and the particularity of 
geographical, employment and functional flexibility in Romania. Tacking into account the role of human factor in social and 
economic development and its role in knowledge based society, the progress of Romania in the direction assumed by the entire 
Romanian people to integrate among developed countries can be supported only by developing a modern and flexible labour 
market and by transforming the educational process in a driving factor for integration and accessibility of all citizens regardless 
of age, gender, residence, ethnicity.  
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1. Introduction 
Labour market flexibility implies higher employment and a better adaptability to the changing economic 
environment. To make the most of human capital is necessary to increase employment through job creation, but 
also to improve the adaptability and employment mobility.  
Increased labour market flexibility is usually taken to cover a whole raft of policies including reduced impediments 
to hiring and especially firing, measures to increase the mobility of labour across both regions and occupations, 
eliminating restrictions on working time, union bashing, less generous unemployment benefits and lower minimum 
wages (Solow).  
A flexible and efficient labour market implies higher employment, and so an economy that is fairer (reducing 
social exclusion for disadvantaged groups), as well as more competitive and more productive. It also implies an 
economy that is better able to adapt to the changing economic environment, in the context of globalization, 
technological progress and economic crisis. Labour market flexibility has been defined in a number of different 
ways. Some studies underline two related concepts of labour market flexibility (HM Tresury, 2003): 
- The first relates to how the labour market adjusts to a period of disequilibrium. This is achieved through a 
combination of adjustments in wages, the supply of labour and the demand for labour. In this interpretation, 
flexibility is characterised by the rapid redeployment of labour between industries, occupations or regions, 
ensuring that any disturbance to the labour market is short-lived.  
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- The second concept relates to the institutional factors that determine the structural level of unemployment. In 
this interpretation, flexibility is characterised by high employment and low structural unemployment rates. 
The two concepts are related because the long-term unemployed can often find it harder to re-enter employment 
than those who have been unemployed for short periods. Since slow adjustment tends to raise the level of long-
term unemployment, it also tends to raise the level of structural unemployment and may lead some workers to 
withdraw from the labour market altogether.  
Labour market rigidity restricts the capacity of an economy to cope with economic shocks, labour market flexibility 
being able to temper both the depth and duration of unemployment and the in amount of employment rates 
considering the current crisis conditions.  
2. A better adaptability to the changing economic environment  
In the context of a more dynamic and competitive global economic environment, it is very important that the 
existing jobs to be as close as possible to the characteristics of the supply of labour.  
Even there is a not a common definition, there are some different types of classification referring to labour market 
flexibility. Many refer differently to internal, external, functional, wage flexibility. The next classification is 
considered to be the most appropriate to the needs of this research (Tangian, 2006; Wilthagen and Tros, 2004): 
- external numerical and functional flexibility  Numerical 
between employers (external job turnover). Functional 
order some works from external workers or firms without employment contracts but with commercial contracts in 
such forms as distance working, teleworking, virtual organizations, that is, self-entrepreneurial activities.  
- internal numerical and functional flexibility  In this case numerical flexibility 
modify the number and distribution of working hours with no change of the number of employees. It appears in 
shiftworking, seasonal changes in the demand for labour, weekend/holiday working, overtime and variable hours. 
The functional flexibility 
or to change the content of their work. It is reflected by the mobility of workers within enterprises (internal labour 
turnover) 
- wage flexibility (flexible/variable pay)   which enables employers to alter wages in response to changing labour 
market or competitive conditions. Typically, employers seek for applying individual performance-linked rewarding 
systems additionally to (or instead of) usual collective agreements independent of individual performance.  
Flexibility characterizes successful movements during active labour lives. It is not limited only to greater freedom 
for employers to hire and fire and does not imply that the fixed-term contracts are obsolete. It refers also to the 
advancement and moving employees into better jobs - upward mobility - but also retraining them for jobs that meet 
current requirements. Flexibility refers both to work flexible organization, able to adapt quickly and effectively to 
new economic needs, as well as to facilitate combining work with private personal responsibilities.   
In Romania, transition, prolonged recession, structural adjustment, changing relationships between different sectors 
(activities) in the economy and economic crisis in recent years generated a continuous process of renewal of 
professions/jobs, the restructuring of the knowledge system, an growing necessity to increase labour market 
flexibility in order to adapt faster and efficiently to the new challenges. Certain features of the labour market, like 
lack of flexibility, persist from the communist period. Others, such focus on science and technology have had 
lagging lately. 
3. Particularity of geographical, employment and functional flexibility 
Geographic labour mobility refers to the ability of the labour force to move within and between regions, and 
across borders. It can be used as an adjustment mechanism on labour market, replacing work where it is needed and 
meet market demands. It opens up new opportunities for work and sometimes for education and training. 
In Romania, a significant part of labour force is tacking these opportunity, a few million of people working abroad, 
especially in European Union countries. The real number of persons working abroad can be only estimated due to 
the large number of informal workers.  
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Considering some factors that limit cross-borders movements, the solution for flexibility is the mobility with-in 
countries. In this case both cultural or language barriers and social cost become less important.  
As in theory geographic labour mobility helps an economy respond to structural changes, in Romania the fast speed 
with which labour moves in the EU after integration can be relied on as an adjustment mechanism. 
Employment flexibility (job mobility) represents the ability of employers to adapt working patterns in response to 
labour supply conditions. A wide variety of working practices including part-time and flexible working 
arrangements enable employees to combine employment with other activities and responsibilities. It refers to the 
ability, or willingness, of employees to change employment quickly.  
Both employers and employees will benefit from the diversity of working pattern, enabling them to offer or take 
jobs that suit their particular needs. This opportunity can increase labour force by entering of the new workers that 
find the new conditions more appropriate to their own needs. 
The proportion of total employment made up of part-time or temporary work is not constant across countries. In 
Romania the share of part-time is still low irrespective off the changes made this year (May) in the National Labour 
Code.  
It is also important to take a look at part-time or temporary employment by sector, sex, area of residence, 
ethnicity. It can be noticed a limitation of flexibility due to the higher concentration of these tips of employment in 
low-skills occupation, women, rural areas etc. This may mean that those affected by temporary of part-time 
employment were forced to accept this situation, sometimes regardless their own skill level or their needs. So, on 
the one hand it has to -time and temporary workers. On the other hand 
a higher proportion of part-time or temporary employment can reduce the incentives for employers to offer training 
and development opportunities to workers who they judge are unlikely to stay with them in the longer term.  
It is important to emphasize the value of full-time and fixed-term contract as a cornerstone of labour relations in the 
European Union, used the same time with other types of flexible contracts to meet certain needs and specific 
situations. The focus should be on providing the necessary skills to stay fit throughout life, and not on protecting 
particular jobs. 
Functional flexibility refers to the ability of the labour force to acquire and apply different skills, enabling them to 
adapt to technological change. The skill shortages might constrain the ability of a country to respond to the 
structural changes and increased competition raised from globalisation.  
An increase in unemployment, including long-term unemployment suggests that functional flexibility has been a 
less functional concept and the solution can be a lifelong process because skilled and well educated workers can 
adapt faster and more effectively to technological change, making the economy more flexible and more productive 
over the long term.  
Functional flexibility refers to the educational attainment of the labour force and also to the skills acquired during 
active working life within the lifelong learning process in order to solve both (HM Tresury, 2003):  
skills shortages: this relates to difficulties in recruitment where the skills of the workforce do not match those 
demanded by actual or potential employers; and 
skills gaps: orkforce. 
4. Improving skills  an offensive response to the need of labour market flexibility 
In the current society there is an increases in effective demand for those with high and medium qualifications in 
some occupations that used to require lower-level skills; and a decline of the number of people in employment with 
low (or no) formal qualifications. The forecast of occupational structure in Europe (Cedefop, 2010) noticed a 
considerable shift in labour demand towards skilled workers implying that future jobs will become more knowledge 
- and skills - intensive. These changes are linked to sectoral structural change, globalisation and technological 
progress which may displace many routine jobs. A continual improvement in skill levels, particularly among those 
and economic shocks. 
Maximum efficiency in using human capital is obtained when training, skills and human aspirations correlate with 
the requirements and conditions offered by the job. An essential condition for man to pursue their labour potential is 
to bring on labour market resources, qualifications and skills required for economic and social activity. 
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Retraining aims to correct imbalances in the labour market, especially in structure, to reduce the phenomenon of 
inadequacy of education and training to specific jobs that are offered at a time. This requires forecasting about 
professional mobility in relation to expected changes in technologies, to the restructuring jobs. It is estimated that an 
 
Currently it is required a complex education and training of the labour force in many areas, thus creating the 
possibility of moving workers from one activity to another, depending on the demands of society and on the changes 
due to scientific and technical progress. Skills shortages, inability to meet labour demand or inability to retrain to 
meet the labour market needs expresses a labour market disruption. 
In Romania it becomes necessary to achieve better connections between labour market, education and training. The 
structure and quality of education is reflected in the educational level of the labour force. Analysis of this indicator 
reflects a different distribution by levels of education in Romania comparing to the European Union. The largest 
discrepancy is noted in the proportion of people who graduated higher education, although in recent years increased 
from 7.5% in 2000 to 12% in 2010 due to increasing enrolment in private higher education, this percentage remains 
very low compared with European Union (22,7% in 2010). A high level of education offers the possibility of 
moving employees from one activity to another, depending on the economic needs. This is reflected in the 
employment rate that increases with education level. In terms of unemployment rates the situation is favourable, 
too. What is important to notice is that, comparing to European Union, in Romania unemployment rate for people 
with primary education level is lower than the unemployment for upper secondary level of education (Figure 1). 
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Figure 1: Implication of level of education on labour market 
 
The relationship between level of education and unemployment is one of the most important aspects of performance 
evaluation of the education system. Unemployment rate - the size and dynamics - is inversely proportional to the 
level of education: decreases as education level increases, and vice versa. An educated person is more likely to 
integrate the labour market to find a job according to his level of competence, has a greater openness to lifelong 
learning, to diversify the professional qualifications, having better economic and social performance. 
In an increasingly complex and unstable environment, characterised by rapid change of the socio-economic context, 
individuals become vulnerable on labour market in terms of finding and maintaining a job. Consequently there is a 
need for lifelong education to accompany the adaptation to employment and the change in the activities. A highly 
educated workforce with a culture of lifelong learning is more likely to be able to adapt to an economic shock.  
Knowledge, skills and competencies constitute a vital asset in supporting economic growth and reducing social 
inequality. This asset (human capital) is one key factor in combating high and persistent unemployment and the 
- man capital 
becomes even more significant than ever (OECD 1998). The present and the future education is important for both 
the present and the future, giving individuals the knowledge, abilities, skills to participate effectively in society life, 
to expand the actual knowledge, to successfully activate, integrate and reintegrate on the labour market. Knowledge, 
skills and competences that remain unused can limit productivity and innovation and the competitiveness of the 
enterprise and make workers more vulnerable to labour market change.  
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5. Conclusion 
A perfectly flexibility labour market implies that the labour force would be immediately redeployed to its most 
efficient use, any time, irrespective of any change in the economic environment. This is only in theory, in real life 
there are costs and impediments to such instantaneous adjustment.  
Anything  including statute, union rule, regulation or custom  that limits the geographical, occupational, 
functional mobility of workers can limit productivity, innovation and the competitiveness of a country and make 
workers more vulnerable to labour market change. Vacancies in one segment cannot be matched with unemployed 
workers in another. The match requires time to fully reflect the new economic environment. These adjustment 
periods will be periods of sub-optimal resource utilisation. In the labour market, this is likely to imply a rise in 
unemployment. In the case of a flexible labour market, the adjustment period will be shorter, as labour market 
adjusts rapidly to restore equilibrium. But for less flexible economies, the adjustment period will be longer. 
Labour market is not necessary to be flexible in all dimension, it is not fully possible. High flexibility in one 
dimension may help to compensate for low flexibility in another. A greater flexibility in each dimension will enable 
the labour market to operate more effectively and increase its ability to adapt to changing economic conditions. 
Labour market flexibility has also a beneficial impact on productivity, by supporting the more effective use of 
human resources within the economy. 
The investments in human capital delivering social advantages such as labour productivity, a better stability of 
employees on labour market, an increasing employability and adaptability to the new global conditions on the labour 
market becomes more important in knowledge-based society in order to support the higher mobility of labour force 
and to increase the adaptability of workers and organisation to the new economic conditions.  
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